CRAWEY PETROLEUM QCRP.
| BLA 94-504 Deci ded Sept enber 16, 1997

Appeal froma Decision of the Deputy Sate Orector, Lands and
Mnerals, New Mexico Sate dfice, Bureau of Land Managenent, uphol di ng, on
Sate Drector Review a Tulsa Ostrict Gfice decision requiring anendnent
of Monthly Report of (perations to correct under-reporting of anount of oil
produced and stored at well site. SR 94-022.

Afirned.
1. Al and Gas Leases: Production

A BLMdecision requiring an oil and gas | ease operat or
to amend its Monthly Report of (perations to correct

an under-reporting of the amount of oil produced and
stored at its well site wll be affirned on appeal
where the record substantiates BLMs factual finding
that the anount of such oil was under-reported, and the
operator fails to overcone that finding by a

preponder ance of the evi dence.

APPEARANCES David A Roddy, (perations Engi neer, Gaw ey Petrol eum
Qorporation, Cklahoma dty, klahoma, for Appellant; Arthur Arguedas, Esq.,
Gfice of the Held Solicitor, US Departnent of the Interior, Santa Fe,
New Mexi co, for the Bureau of Land Managenent .

(PN ON BY ADM N STRATI VE JUDGE FRAZ ER

The Qaw ey Petrol eum Gorporation (G aw ey) has appeal ed froma
March 29, 1994, Decision of the Deputy Sate Drector, Lands and Mneral s,
New Mexi co State Gfice, Bureau of Land Managenent (BLMN, uphol ding, on
Sate Drector Review (SOR), a February 10, 1994, Decision of the Tul sa
Dstrict Gfice, New Mexi co, BLM which determned that it had under-
reported, onits "Monthly Report of (perations” (M) (FORVI MVE 3160
(RBV. 9/92)), the anount of oil produced fromthe KC Gattle No. 1-30
well and stored at that well site on My 1, 1993. The March 29, 1994,
Decision stated that the Tulsa Dstrict dfice required Gaw ey to anend
its MROaccordingly. Gawey is the operator of the well, whichis
situated insec. 30, T. 13 N, R 20 W, Indian Meridian, Quster Gounty,
kIl ahona.

Oh May 3, 1993, Fred Johnson, a BLM Petrol eum Engi neeri ng Techni ci an,
inspected Graw ey' s wel | operations, taking neasurenents of the anount of
oil and water stored in a 300-barrel (bbl) tank (No. 157392) at the well
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site. See Inspection Record-Production, dated My 3, 1993, at 1. He
reported that there was 6 feet 11-3/4 i nches of oll, after subtracting for
a snal | quantity of water (4 inches). Seeid. The BLMt hus det er ni ned
that there were 141 bbl's of oil inthe tank. See Audit Hstory Sheet at
1. That anount represented the total accumul ated production which then
renai ned stored at the well site. See Menorandumto Feld Solicitor from
Deputy Sate Drector, dated May 25, 1994, at 2. By contrast, BLMnoted
that Gawey's MOreported that, as of My 1, 1993, only 32 bbl's of oil
vere stored at the vell site. See Audit Hstory Sheet at 1, Letter to
OaWeyfromDstrlct Gflce dated Nov. 30, 1993, at 1. The BLMfurt her
noted that Gaw ey's punper's gauge reported that, as of May 3, 1993,
28.54 bbl's of oil were stored at the site. See @

Based on the inspection results and subsequent revi ew and conpari sons,
the Ostrict Gfice determned that Gawey had failed to report the
storage of 112 bbl's of oil at the site of the KC Giattle No. 1-30 well on
its My 1993 MRQ 1/ Gawey was notified of this deficiency by letter
dat ed Novenber 30, 1993, and afforded an opportunity, wthin 20 busi ness
days of recei pt of the Ietter to substantiate the accuracy of its MRQ
It responded on January 24, 1994, challenging the Dstrict Gfice's
deficiency deternination:

[ TIhe [BLM inspector who took neasurenents has not responded to
our phone calls. W& woul d |ike assurance based on his notes and
recol l ection that the tanks were properly gauged, the vol une of
fluid present correctly determned, and that the percentages of
water and oil present were correctly determ ned.

Ve strongl y disagree wth the di screpancy between the
i nspector's neasured vol une and the vol une reported by our
punper. Qur field personnel are experienced and conpetent and
we are confident the information we receive is accurate. [2/]

(Letter to Ostrict fice, dated Jan. 20, 1994, at 1.)

The Ostrict Gfice notified Gawey, inits February 10, 1994,
Decision, that it was not persuaded to overturn its determnation that
G aw ey had under-reported storage in the anmount of 112 bbl's of oil.
G aw ey then
sought SCR on February 22, 1994, pursuant to 43 CF. R § 3165.4(a). It
provided a copy of its "Hght Day Gauge and Production Report” (H ght Day

1/ The 112 bbl's actual |y represented the di screpancy between the vol une
determined by BLM based on Johnson's May 3, 1993, neasurenent, and that

reported by Gaw ey's punper for that date.

2/ Qaw ey noted however that the MOwas in "error " reporting about

4 bbl's of oil nore than reflected on its punper's gauge for May 1, 1993,

and thus an anended MRO was being submtted. (Letter to Ostrict Gflce
dated Jan. 20, 1994, at 1.) Areprint of an Arended Report dated Feb. 2,
1994, whi ch was received fromBLMon Aug. 27, 1997, reports that 28 bbl's
were on hand as of the start of My 1993.
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Report), which covered the period fromMy 2 through 9, 1993. This report
indicated that, as of May 3, 1993, and throughout that tine period, there
was 1 foot 5 inches of oil in tank No. 157392, after subtracting for a
large quantity of water (3 feet 8 inches), or 28.39 bbl's of oil. It also
noted that there were 3 inches of oil in awater tank, or an additional
5.01 bbl's of oil. Gawey argued: "[T]he recorded vol unes of oil and
water for My 3, 1993 as reflected on the * * * eight day gauge report are
correct. The storage tanks on this property are gauged and the vol unes
recorded on a daily basis.” (Letter to BLM dated Feb. 18, 1994, at 1.)

In uphol ding the Dstrict Ofice's February 1994 Deci sion, the
Deputy Sate Drector, in his March 1994 Decision, prinarily relied on
"[Johnson’' s] experience * * * and an anal ysis of his procedures,” stating:

"[Johnson] states his neasurenent is accurate. He has provided a copy of
his inspection report. A so, requested of himwas a description of his
procedures when neasuring this tank. Hs inspection report and his
neasur enent procedures appeared to be done properly.” 3/ (Decision at 1.)

G aw ey appeal ed fromthe March 1994 Deci si on.

Inits NWSOR Qawey principally contends that the vol une of oil,
which is recorded on its Bght Day Report for My 3, 1993, is "correct,”
and thus its MROwas |ikew se accurate. (N¥SRat 1.)

The BLMresponded to the NW SOR chal | enging Gaw ey' s assertion that
its My 3, 1993, neasurenent was inaccurate: "Based on the BLMInspector's
know edge of oil neasurenent procedures, there is no reason to doubt the

3/ The Deputy Sate Oirector al so noted that Gawey' s chal l enge to the
accuracy of BLMs neasurenent of oil stored at the well site on My 3,
1993, was undermined by the fact that its own B ght Day Report was of
"questionabl e" accuracy. (Decision at 1.) He specifically noted that it
did not report that there had been any reduction in the anount of water in
storage or any production of oil fromthe well, despite the fact that there
was oil production and water was renoved. V¢ fail to see how any

i naccuracy Wth respect to water storage or gas production rai ses any
guestion regarding the accuracy of the reported oil in storage. In any
case, we are not persuaded that the EH ght Day Report was inaccurate in
these respects. Wiile it stated, as BLMpointed out, that a new seal was
pl aced on a tank val ve, there is nothing to indicate that there had been
any reduction in the anount of water in the tank. See Notice of
Appeal / S atenent of Reasons for Appeal (NW SR at 2 ("There was no [water]
renoved fromthe | ease on [May 4, 1993]"). The BLMhas provi ded no
evidence to that effect, and acknow edges that water "nay have been renoved
fromthe tank.” (Menorandumto Held Solicitor fromDeputy Sate Orector,
dated May 25, 1994, at 2.) Further, while the B ght Day Report stated, as
BLMpoi nted out, that there was gas production, there is nothing to
indicate that there was also oil production. See NWS(Rat 3 ("[I]t is
common for gas wells to * * * produce for a period of tine wth no [oil]
production'); "Daily Gauge Sheet Summary.” The BLMhas provi ded no
evidence to the contrary. A best, it concludes that "it is likely that
sone [oil] woul d have been produced during th[e 8-day] period."
(Menorandumto FHeld Solicitor fromDeputy Sate DOrector, dated My 25,
1994, at 2.)
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accuracy of the Inspector's gauge on May 3, 1993. W contend that his
neasur enent procedures were correct and that his on-hand vol une
determnation is also correct.” (Mnorandumto Held Solicitor fromDeputy
Sate Drector, dated May 25, 1994, at 1.)

At the outset, it is clear that the anount of oil stored at the KC
Gattle No. 1-30 well site, which Gawey failed to report on its My 1993
MRQ was 109, not 112, bbl's. This represented the di screpancy between
what Gawey reported in the MRO (32 bbl's) and what BLMfound when it
inspected the site on May 3, 1993 (141 bbl's).

G aw ey does not contend that BLMis not legally authorized to require
the filing of an MROwhich accurately accounts for all of the oil stored
at awell site. Regulation 43 CF.R 8§ 3162.4-3 requires an operator to
submt an MRO "for each cal endar nonth, beginning wth the nonth in which
drilling operations are initiated, * * * on or before the 10th day of the
second nonth fol l ow ng the operation nonth, unless an extension of tine
for the filing of such report is granted by [BLM," and to continue to do
so until the lease is termnated or BLMaut hori zes omssion of the report.

In addition, the regulation provides that the report "shall disclose
accurately all operations conducted on each well during each nonth." Id.
(enphasi s added). It further states that the report shall particularly
show the "quantity of oil, gas and water produced * * * and other required
information.” 1d. Such information includes oil and condensate "(n hand,
Sart of Mnth." (FARMME 3160 (REV. 9/92).) Thus, where BLMdetects an
i naccuracy wWth respect to required infornation, it nay properly require
an operator to correct it.

[1] Wat Gaw ey does object tois BLMs factual determnation,
based on the BLMinspector's report, that it failed to accurately report
the anount of oil stored at the well site on May 3, 1993. In order to
overcone that determnation, Gaw ey nust establish, by a preponderance
of the evidence, that the BLMinspector erred in neasuri ng the anount of
oil stored at the site, because his neasurenent techni que was in sone way
fl aned, because he sinply failed to correctly read or record his
neasurenent, or on sone other basis. See Millon QI ., 107 IBLA 150, 159
(1989); Sun Al ., 91 IBLA 1, 22, 93 Interior Dec. 95 106 (1986), aff'd
sub nom, Qark Ol Producing . v. Hodel, 667 F. Supp. 281 (ED La.
1987) .

Gaw ey nakes no attenpt to denonstrate that the techni que enpl oyed
by Johnson to gauge the amount of oil in tank No. 157392 on May 3, 1993,
was flawed in any way. It has al so not sought to rebut BLMs assertion
that, by "know edge" and "experience,” Johnson was qualified to take an
accurate reading. (Decision at 1; Menorandumto FHeld Solicitor from
Deputy Sate Drector, dated May 25, 1994, at 1.) Qawey has further nade
no attenpt to showthat Johnson did not correctly read or record his
neasur enent .

In an effort to establish that Johnson's neasurenents were not
correct, Qaw ey argues that the fact that no oil was renoved fromthe tank
between My 3, 1993, and Gctober 2, 1993, when the tank registered full,
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proves that the anount of oil recorded by Johnson on May 3, 1993, coul d not
have been accurate, otherw se the tank woul d have overfl oned on QGctober 2,
1993. (NASRat 2.) However, sufficient data has not been provided to
conclude that the fact that the tank was not overflow ng on Qctober 2,
1993, disproves the accuracy of Johnson's original reported amount. It is
just as likely that the amount of fluid added during this period woul d,
together wth Johnson's reported anount, have filled the tank.

Caw ey relies al nost exclusively on the asserted accuracy of its
own neasurenent of the oil in storage at the well site on May 3, 1993. 4/
However, that clearly does not rebut BLMs neasurenent. Mbreover, it is
critical to Gawey' s case that it denonstrate the i naccuracy of BLMs
neasurenent. Mllon QI ., 107 IBLA at 159; M ctor P. Smth, 101 |IBLA
100, 104 (1988); Sun Ol ., 91 IBLAat 22, 93 Interior Dec. at 106.
Absent any attenpt to do so, BLMs neasurenent wll be upheld. This is
especial |y so since, as we have long held, the Departnent is entitled to
rely on the reasoned anal ysis of its technical experts in matters wthin
the realmof their expertise, which is the case here. Millon Ql .,
107 IBLA at 159; M ctor P. Smth, 101 IBLAat 104; Sun Al ., 91 IBLA
at 22, 93 Interior Dec. at 106; VWods Petrol eum G., 86 IBLA 46, 52-53
(1985).

V&, therefore, conclude that Gawey has failed to denonstrate, by a
preponder ance of the evidence, that the BLMinspector failed to accurately
neasure the amount of oil stored at the KC Gattle No. 1-30 well site on
My 3, 1993. S nce there was a cl ear discrepancy between that anount and
the anount reported by Gawey on its My 1993 MRQ we hold that the Deputy
Sate Drector, in his March 1994 Decision, properly upheld the Ostrict
dfice's February 1994 Deci si on.

Accordingly, pursuant to the authority del egated to the Board of Land
Appeal s by the Secretary of the Interior, 43 CF. R 8§ 4.1, the Decision
appeal ed fromis affirned.

Gil M Fazier
Admini strative Judge

| concur:

WIlT A lrwn
Admini strative Judge

4/ Qawey particularly notes the fact that its neasurenent on M. 2,
1994, agreed wth that of BLMgenerally "proves" the accuracy of its
neasurenents, including the one taken on My 3, 1993. (NASRat 3.)
However, as BLMproperly notes, this equal | y denonstrates the accuracy
of BLMs My 3, 1993, neasurenent. See Menorandumto Feld Solicitor
fromDeputy Sate Drector, dated May 25 1994, at 2.
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